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EDITORIAL
THE PACIFIC COAST REGIONAL 
DISTRICT MEETING of AWSCPA — 
ASWA will be held in Berkeley, Cali­
fornia, at the Claremont Hotel on May 11 
and 12.
The spring conference, sponsored by the 
Cleveland Chapter ASWA, will be held at 
the farm of the chapter president, Marion 
A. Frye, on June 1 and 2.
It is hoped that as many members as 
possible will be able to attend these meet­
ings.
The Nominating Committee of the 
American Society of Women Accountants 
for the coming year, 1946-47 are: Elsie 
Maclaren of San Francisco, Chairman, 
Phyllis O’Hara of New York, and Dorothy 
Jane Miller of Spokane.
CONGRATULATIONS are extended by 
members of the AWSCPA and ASWA to 
Mr. & Mrs. Bernie Alpern (Ida F. Alpern, 
C.P.A. of New York), the proud father 
and mother, on the arrival on February 
4th of two prospective members of the 
AWSCPA-—Deborah and Gilda.
 * * *
It is the desire and aim of the editors 
of THE WOMAN CPA to include in this 
publication all matters of major interest 
to the accounting profession. The mem­
bers of the societies and friends are in­
vited to send to the editor all items of 
news that would be of interest to our 
readers, and any suggestions or comments 
regarding technical articles or any other 
section of the bulletin.
The Editor
Jennie M. Palen, Vice President of the 
AWSCPA, has given much time and un­
tiring effort in assisting with the prepara­
tion of each issue of the bulletin, and has 
submitted comments on various subjects, 
of which a number are included in the 
editorial section of previous issues, follow­
ing the editor’s remarks.
Here are some further contributions 
from Miss Palen: 
ACCOUNTING OR LAW?
The New York County Lawyers Associa­
tion has filed an application with the 
Supreme Court of the State of New York 
to restrain a certified public accountant 
from giving advice on tax questions on the 
grounds that it constitutes the practice of 
law.
The specific act involved in this case 
was the rendering of an opinion by the 
accountant as to the year in which a cer­
tain expense item was deductible for fed­
eral income tax purposes. The petition re­
cites that the accountant did not perform 
regular accounting service’s for the tax­
payer nor act as the taxpayer’s regular 
auditor. The Bar Association contends 
that this service constituted interpretation 
of statutes, decisions, and regulations, 
without involving any accounting or audit­
ing work whatsoever, and that it there­
fore represented the rendering of legal 
advice and services.
For many years there has been a major 
conflict of opinion between lawyers and 
accountants as to the right of accountants 
to engage in tax practice.
When income taxes first became im­
portant the work of preparing tax returns 
fell quite naturally to the accountant who 
performed the audit. Many lawyers felt 
that this work was a part of legal practice 
and raised the issue in litigation on many 
occasions.
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Realizing that it was impossible to draw 
a definite line of demarcation between the 
practice of accountancy and the practice 
of law, a National Conference of Lawyers 
and Certified Public Accountants endeav­
ored to find a solution by peaceable means 
and after two years felt that progress had 
been made.
Because of the importance of the matter 
to the entire profession the New York 
State Society of Certified Public Accoun­
tants has engaged counsel to help in the 
defense of the accountant, who is a mem­
ber of the society.
We recommend for your reading an 
article in the February Journal of Ac­
countancy entitled “National Conference 
of Lawyers and Certified Public Accoun­
tants,” by David F. Maxwell and William 
Charles, co-chairmen of the conference. 
This article reviews the history of the 
discussions between the official represen­
tatives of the two professions and the 
accomplishments and objectives of the 
conference.
UNIFORM CPA EXAMINATIONS
The state accountancy boards of New 
York and New Jersey have signified that, 
beginning with the May CPA examina­
tions, they will adopt the uniform exam­
ination prepared by the board of exam­
iners of the American Institute of Ac­
countants.
The CPA requirements of these two 
states have always been very high, so that 
there is no change of standards involved, 
but the changeover contributes to a de­
sirable uniformity which simplies the mat­
ter in the mind of the layman. The states 
which have adopted the uniform exam­
ination now total forty-four, in addition 
to the District of Columbia and four terri­
tories.
The campaign for uniformity was ini­
tiated by the Institute in 1917, when it 
offered its own written examination to 
state accountancy boards, and a few 
accepted.
Uniform CPA examinations not only 
facilitate reciprocal relations but, more 
significantly, promote confidence on the 
part of those who deal with accountants.
The accounting profession, which, more 
than any other, performs services of a 
national or interstate scope, has made 
a singular contribution in establishing so 
nearly nationwide standards.
FAILURES IN EXAMINATIONS
At many sessions of the CPA examina­
tions 80 to 90 per cent of the candidates 
fail, whereas failures in bar examinations 
are only 40 to 60 per cent, in dentistry 15 
to 20 per cent, and medicine less than 10 
per cent. These percentages are quoted 
from Income from Independent Profes­
sional Practice by Milton Friedman and 
Simon Kuznets.
ACCOUNTANTS CENTER
The New York State Society of Certified 
Public Accountants is making a study of 
the feasibility of establishing an Accoun­
tants’ Center to provide meeting space and 
office space for the Society, the American 
Institute of Accountants, the National 
Association of Cost Accountants, the Con­
trollers’ Institute, and many other account­
ing groups.
It is devoutly hoped that something will 
come of these deliberations. Central 
accommodations for the various group ac­
tivities would be a great convenience, not 
only for the societies themselves, but for 
all who are interested in accounting or 
problems involving accounting matters.
PROFESSIONAL ETHICS
The matter of protecting clients from 
disclosure of confidential information ac­
cessible to auditors is covered in the rules 
of professional conduct of the American 
Institute of Accountants in the following 
manner:
“A member or an associate shall not 
violate the confidential relationship be­
tween himself and his client.”
The code of the New York State Society 
of C.P.A.’s, as recently amended, deals 
with the subject as follows:
“The relationship between a member 
and his client is confidential in character 
and, therefore, a member shall not dis­
close information acquired in the course 
of a professional engagement to anyone 
other than his client without the consent 
of the client except as required by law or 
with the consent of third parties whose 
accounts are examined at the request of a 
client.”
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To a question whether working papers 
and confidential papers in the possession 
of accountants are privileged, and whether 
or not they are confidential communica­
tions, the Institute’s office, with the assist­
ance of counsel, has replied, in part, as 
follows:
“Communications of public accountants 
are not privileged at common law. In a 
few states, the accountancy acts specifically 
provide that such communications shall 
be privileged.
“Williston lists the states which give 
privileges to an accountant as Colorado, 
Florida, Illinois, Iowa, and New Mexico.
“The Supreme Court of Massachusetts 
held in Ipswich Mills v. Dillon, that ac­
countants’ working papers are the prop­
erty of the accountant, and that he is not 
obliged to surrender them to his client. 
This does not mean, however, that they 
are confidential communications. Our 
counsel has advised us in the past that in 
the absence of statutory privilege, public 
accountants may be required to produce 
their working papers under subpoena for 
examination by the courts.
“In the Prentice-Hall 1945 Federal Tax 
Service, Volume 3, Paragraph 21, 315, we 
find the following:
“'Section 1104 of the Revenue Act of 
1926 (Sec. 3614 (a) IRC, Par. 21, 302) 
authorizes the Commissioner, by an agent 
designated for the purpose, to require the 
production of the books and records of 
one person bearing upon the tax laibility 
of another person under investigation.’ ”
EXCESS PROFITS TAX ACT
In the February issue of The Spokes­
man Mr. James J. Mahon, Jr. comments as 
follows:
“It is interesting to realize, retrospec­
tively, that the Excess Profits Tax Act was 
once called ‘a monumental statutory in­
comprehensibility.’ That was five years ago. 
Accountants who have since worked exten­
sively with the law have developed a 
profound respect for its almost flawless 
logic and the clear-cut pattern with which 
it dovetails with the other provisions of 
the Internal Revenue. Code Actually, the 
Act has turned out to bean amazing piece 
of draftsmanship with but few ambi­
guities.” 
RADIO
In the February issue of The Certified 
Public Accountant, the American Institute 
of Accountants intimates that the voices 
of certified public accountants, speaking 
as authorities in the field of taxation, may 




By EMILY BERRY, Indianapolis, Ind.
A member of the Cleveland Chapter 
ASWA has submitted the following ques­
tion :
“What portion of the costs and ex­
penses related to the uncompleted por­
tions of war contracts and subcontracts 
terminated is a proper deduction for 
federal income tax purposes during the 
year in which the termination occurred?”
We submitted this question to one close­
ly involved with contract and subcontract 
termination and federal tax matters, and 
received the following reply:
“Any necessary business expense is a 
proper deduction for federal income tax 
purposes in the year in which the expense 
was incurred.”
* * *
A suggestion for legislative committees 
is that you make contact with your local 
League of Women Voters for speakers on 
current legislation.
Now that the income tax rush is past, 
we trust you will have time to devote to 




PAULA E. REINISCH, Grand Rapids, Michigan
PACIFIC COAST REGIONAL DIS­
TRICT MEETING of AWSCPA—ASWA 
will be held May 11 and 12 at the Clare­
mont Hotel, Berkeley, California.
CLEVELAND CHAPTER members will 
be hosts to AWSCPA — ASWA’s spring 
conference to be held June 1 and 2 at the 
farm of the chapter president, Marion 
A. Frye.
ATLANTA
The study group of the Atlanta Chapter 
ASWA is devoting the current period to 
international relations. Mr. Charles F. 
Palmer, of Palmer, Inc., international au­
thority on public housing, spoke to the 
study group at the February meeting. His 
lecture on Housing in Bomb-torn England 
was most timely. The British Consul to 
Atlanta, Mr. Richard Whittington, 
brought to the study group in March a 
wealth of pertinent information on in­
ternational affairs.
Atlanta Chapter is honored with the 
selection of Ethleen Lasseter, President of 
AWSCPA and leader in the founding of 
this chapter, as Atlanta’s “Woman of the 
Year in Business”.
At the January meeting, Miss Lasseter 
spoke to the group on Estates and Trusts, 
and in her clear concise way gave a work­
ing knowledge of the subject.
Payroll Methods and Systems was the 
topic of the February after-dinner speak­
er, Mr. W. Greer Wicher, Industrial Re­
lations Manager of Cluett-Peabody and 
Co. Mr. Wicher dealt mainly with the 
tribulations of the payroll department, 
with some suggestions for improving the 
system.
Mr. C. W. Crofoot, General Sales Mana­
ger of the Southeastern Division of Moore 
Business Forms, Inc., was the speaker at 
the March meeting and chose as his sub­
ject The Art of Leadership in the Ac­
counting Division. Mr. Crofoot is a Cana­
dian who came South to retire but re­
mained to become one of the South’s 
leading business men.
CHICAGO
Behind the Annual Report of the United 
States Steel Corporation, a financial story 
in a talking motion picture that brings 
cold figures to light, was the interesting 
feature at the February dinner meeting 
of the Chicago Chapter ASWA.
New members were especially feted as 
guests of the Board of Directors at a tea 
in the Walnut Room of Marshall Field’s.
CLEVELAND
The January meeting of the Cleveland 
Chapter ASWA was held in the Venetian 
Room of the Continental Cafe under the 
direction of Esther Lindgren, Chairman 
of the House Committee. Elizabeth Kar- 
dos, President of Costumes Design, Inc., 
was the speaker of the evening. Miss 
Kardos was one of the first women in the 
United States to advocate dressing accord­
ing to your personality. She was so im­
pressed with the aims and ambitions of 
the Society that she made a contribution 
to be used by the Cleveland Chapter to 
encourage the younger people in following 
the accounting profession.
Cleveland Chapter also contributed gen­
erously in collecting canned foods for the 
starving people overseas.
DETROIT
By special request of its members, De­
troit Chapter ASWA devoted the Febru­
ary meeting to a study of the history of 
the Michigan Intangible Tax Law, an in­
terpretation of its applications, and an 
explanation of the changes effected since 
last year. John T. Carano, an attorney 
who collaborated with Wm. C. Rowland 
and George L. Morris, Jr. in preparation 
of the 1945-6 Book of the Intangible Tax 
Law of the State of Michigan interpreted 
this law from the standpoint of the at­
torney and Joanna McRae read a paper 
which she had prepared, based on the 
stand taken by the Tax Department. Mr. 
Carano is associated with the office of 
Rowland, Morris, Busse, Cain, Neff, and 
Simon, certified public accountants, and 
has written an article on the subject Tax 
Trends of 1945, which appeared in the 
University of Detroit Law Journal.
Miss Colette Ryan, who has had over­
seas service with the American Red Cross 
during World War II, addressed the group 
on the National Red Cross Drive.
GRAND RAPIDS
Angeline Loosenort, who attended the 
National Retail Grocers’ Secretary’s As­
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sociation Mid-winter Conference at Wash­
ington, D. C., led the discussion on O.P.A. 
and Why at one of the weekly study 
groups inaugurated the first of the year 
by the Grand Rapids Chapter ASWA. At 
another weekly session held in the sales 
office of the Burrough’s Adding Machine 
Company, Phyllis M. Haan demonstrated 
modern accounting methods. One session 
was devoted to Depreciation. Nellie Van­
deVisse led the discussion.
Lee W. Finch, who is Vice-President and 
Director of the Michigan National Bank in 
charge of the Trust Investment Depart­
ment, Commissioner and Chairman of the 
Finance Committee of the City of East 
Grand Rapids, and Chairman of the Board 
of Grand Rapids Store Equipment Com­
pany, known the world over for its store 
fixtures, addressed the group on a most 
important economic and financial world 
problem entitled Dance of the Billions. 
He offered as a probable solution for 
keeping the entire financial structure 
sound, by preventing inflation such as 
France had: 1. Reduction of government 
expenses to the minimum. 2. Financing 
of deficits from the savings of the people 
or from actual bank deposits rather than 
from newly printed currency. 3. Govern­
ment to refrain from selling its obligations 
to the banks demanding in exchange actu­
al circulating currency.
Chapter members were honored guests 
at the March meeting of the National Of­
fice Management Association at the Mor­
ton Hotel. Professor Hamden L. Forkner 
of Columbia University was the principal 
speaker. His subject Planning for Effec­
tive Pre-Service and In-Service Prepara­
tion of Office Personnel proved exception­
ally interesting to both groups.
INDIANAPOLIS
Taxes seem always to have been with 
us, even as far back as Sir Walter Scott, 
who said “Cursed war and racking tax 
have left us scarcely raiment to our backs”. 
Sir Walter worried only about the tax — 
not as we now do, about the tax returns. So 
the Indianapolis Chapter ASWA engaged 
Norvel Stiers, attorney and certified pub­
lic accountant, practicing accounting and 
specializing in taxes, to tell them how 
to worry correctly in making out the 1945 
tax returns.
The Indiana Association of Women 
Lawyers and the Women Doctors of In­
dianapolis were guests at the February 
meeting to hear Ernest H. Gaughn, Special 
Agent, Intelligence Unit of the United
States Treasury Department address the 
group on The Work of U. S. Treasury En­
forcement Agencies.
Indianapolis Chapter accepted an in­
vitation to attend the February meeting 
of the National Association of Cost Ac­
countants, and hear an address by William 
W. Werntz, Chief Accountant, Securities 
and Exchange Commission, Philadelphia, 
Pennsylvania.
LOS ANGELES
Betty Stowell presided as Chairman of 
the Question Box and Panel Discussion on 
Tax Problems at the February meeting of 
the Los Angeles Chapter ASWA.
Election of officers for the 1946-47 term 
took place at this meeting. Eleanor Cobb 
was Chairman of the Nominating Com­
mittee.  
NEW YORK
After an informal dinner, the members 
of the New York Chapter ASWA attended 
the January meeting of the New York 
State Society of Certified Public Accoun­
tants, held on the Starlight Roof of the 
Waldorf-Astor^ Hotel. The guest speaker, 
Dr. Leo Wolman, Professor of Economics 
at Columbia University, discussed Man­
agement — Labor Relations in 1946.
An informal dinner meeting was held 
in February to welcome new members.
SAN FRANCISCO
At the January meeting of San Fran­
cisco Chapter ASWA, held at Hellwig’s 
Restaurant, Thomas Larke, Jr., San Fran­
cisco insurance broker, gave an address 
on Avoiding Insurance Pitfalls in Busi­
ness.
Edward Perkins, Resident Manager of 
International Business Machines Corpora­
tion, spoke on Punched Card Accounting 
— Past, Present and Future at the regular 
February dinner meeting.
SEATTLE
Speakers within the Seattle Chapter 
ASWA were selected for the February 
meeting. Mrs. May P. Hertz, accountant, 
chose as her subject Today's Income 
Taxes. Miss Helen Wilkie led the round 
table discussion which followed.
Significance of the Balance Sheet was 
the subject of an address selected for the 
March meeting by Henry Schaefer, Vice- 
President and Manager of the Seattle 
Trust & Savings Bank.
Marguerite Reimers, recently dis­
charged from the WAC, was placed on the 
roster as an honorary member.
(Continued on Page 14)
7
TRENDS IN ESTATE PLANNING
By HENRY S. KOSTER, Financial Analyst and Consultant
ALTERNATIVE COURSES OF
ACTION FOR PENSION DESIGN
When designing a pension system for 
employees, an employer has a number of 
alternative courses of action regarding the 
basic coverage and scope of its plan. It is 
possible to design plans that call for com­
paratively large or small annual deposits 
by the employer. In reality, the size of de­
posits is dependant not only on the estab­
lished size of the pension benefit, but also 
upon multiplicity of benefits and coverage 
of employee groups. It is with respect to 
the latter factors that we are here con­
cerned.
Scope of Benefits
If a pension plan is designed to do one 
job only — pensioning those employees 
who actually remain with the company 
until retirement age — then deposits made 
over the years can be reduced to a mini­
mum. But, if the plan calls for payment 
of previously created pension reserves at 
the employee’s prior death, disability or 
employment severance, the employer’s de­
posits will obviously be larger. In the lat­
ter case there can be no discounting of 
company deposits to make allowance for 
employees who will die prior to retire­
ment age, and there can be no recaptur­
ing of previous deposits — reducing the 
company’s future costs—as to those em­
ployees whose service is severed prior to 
retirement age.
Decision in this respect cannot be dic­
tated solely by the objective of maintain­
ing company deposits at the lowest 
possible point. Employee morale and sat­
isfaction are prime requisites of any pen­
sion plan. If an employee knows today 
that he can receive no benefit from the 
plan unless he is alive and in the employ 
of his company at age 65, he will not be 
greatly interested in what his company is 
doing for him unless he is already close 
to that age. If, however, he knows that 
the plan can supply benefits to him or his 
family long before old age, his active in­
terest in and appreciation of the plan are 
greatly increased.
Therefore, careful consideration should 
be given to the inclusion or exclusion in 
the plan of benefits at the following times, 
in addition to disbursements at retirement 
age.
(a) Upon the death of an employee 
prior to reaching retirement age.
(b) Upon total disability of an em­
ployee proir to reaching retirement 
age.
(c) Upon severance of employment 
after long years of service.
Employee Coverage
With respect to coverage of employee 
groups, it is a case of the larger the num­
ber to be covered the greater the cost. 
Here, a very realistic approach should be 
used. For instance, 30 years in which to 
fund a pension for an employee should be 
adequate and not impose any great bur­
den on the employer. Under this rule of 
thumb, therefore, no employee should 
come into the plan until he has reached 
age 35, if 65 is the retirement age, and, 
if the plan is to supply disbursements at 
no other time. But if pension reserves are 
to be disbursed at prior death, disability 
or severance, it is essential that em­
ployees be allowed to participate even be­
fore they reach age 35.
In both cases, but especially in the lat­
ter, the turn-over problem is of import­
ance. It would appear a needless waste of 
company funds if pension reserves were 
established for what might be termed 
“temporary” employees, those who leave 
the company within a few years of the 
commencement of their employment. 
Therefore, it is ordinarily advisable that 
new employees should wait three or five 
years before becoming members of the 
plan and participating therein. From a 
tax point of view, the most that can be 
done in this respect is to exclude em­
ployees until they have been with the com­
pany five years.
There is also the matter of whether or 
not hourly wage earners, in addition to 
salaried employees, should be included in 
the plan. This is a matter to be deter­
mined by the employees’ relations of each 
individual company. From a tax point of 
view, it is possible, however, to establish 
a plan for salaried employees alone.
DOUBLE ESTATE TAX ON CERTAIN 
LIFE INSURANCE SETTLEMENT 
METHODS
Double estate taxation on life insurance 
proceeds is brought about in cases where 
proceeds are taxable not only in the estate 
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of the insured but also in the estate of the 
beneficiary. Certain methods of paying 
insurance proceeds will eliminate this sec­
ond estate tax upon the death of the bene­
ficiary, whereas other methods will cause 
all or a portion, of the proceeds to be sub­
ject to double taxation. Discussed below 
are some of the usual methods of paying 
life insurance proceeds and the position 
with respect to double estate tax. In this 
discussion we shall assume that the in­
sured owns the policies and that, there­
fore, the first estate tax must be payable 
at his death. Also, this discussion is lim­
ited to the Federal estate tax.
(1) Payable Outright in Lump Sum: — 
If the beneficiary survives the insured by 
more than five years, then upon the death 
of the beneficiary, such insurance pro­
ceeds would naturally be included in the 
beneficiary’s estate for tax purposes. How­
ever, this second estate tax might be more 
serious than anticipated. If the beneficiary 
has other assets, then the insurance pro­
ceeds are pyramided on top and taxed at 
the highest tax rates applicable thereto. 
This tax treatment is necessary because a 
plan can be adopted to remove the in­
surance proceeds from the taxable estate 
of the beneficiary with a resultant saving 
in the beneficiary’s high estate tax 
brackets.
(2) Retained by Insurance Company, at 
Interest with Full Right of Beneficiary to 
Withdraw Principal: — For estate tax 
purpose, this method of payment would 
be subject to the same taxation as the out­
right payment of proceeds discussed im­
mediately above. It would make no dif­
ference whether or not the beneficiary 
exercised her rights to withdraw the pro­
ceeds during her lifetime. Therefore, even 
if the beneficiary had not drawn the pro­
ceeds, and they passed to a successor bene­
ficiary under the terms of the original 
settlement agreement, and not under the 
will of the beneficiary, a second estate tax 
is levied upon the death of the benefi­
ciary. (Again assuming survival by five 
years.)
(3) Same Method as No. 2 But No 
Right to Withdraw Principal: —Here the 
second estate tax upon the death of the 
beneficiary would be eliminated entirely. 
However, consideration must be given to 
the fact that this method of settling in­
surance proceeds is rigid in terms and 
may not fit the requirements of certain 
over-all estate plans. Therefore, the use of 
this method must be carefully coordinated 
with the balance of any given estate plan. 
Under it, funds are not available from the 
insurance in the event of emergencies.
If the beneficiary has a limited right to 
withdraw principal, such as a fixed 
amount or percentage in any one year, 
then upon the death of the beneficiary it 
would appear that a portion of the pro­
ceeds still held by the insurance company 
would be taxable in the estate of the bene­
ficiary. This would probably be deter­
mined by taking the then present value 
of her right to draw “X” dollars per year 
for the number of years represented by 
the life expectancy of a person her age as 
of the date of death.
(4) Principal and Interest Payable in 
Installments for Life or Fixed Periods: — 
If upon the death of the beneficiary, the 
refund value of the annuity or the balance 
of the guaranteed payments certain is 
paid to the estate of the beneficiary, all 
such sums will be taxed in her estate. If 
the settlement agreement provides for the 
continuance of such payments to successor 
beneficiary and not to the estate of the 
first beneficiary, it is questionable as to 
what part of the refund value will be 
taxed in the estate of the first beneficiary. 
It appears clear that if the beneficiary ex­
ercised the option to take life annuity, 
then upon her death the amount receiv­
able by the successor beneficiary, dis­
counted to its then present value, would 
be taxed in her estate. But there is no 
clearly settled tax ruling where the in­
sured selects this method of settlement 
for the first beneficiary. It would seem, 
however, that the portion of the annuity 
payable out of principal could he taxed 
the same as in the case of a right to draw 
“X” percent of the principal each year.
THE LIMITED POWER OF APPOINT­
MENT — A VALUABLE 
MECHANISM
As flexibility is a prime requisite of 
proper estate planning, the advantages of 
a limited power of appointment should 
receive careful consideration. For instance, 
a husband may direct, under his will or 
living trust agreement the exact manner 
in which his estate shall be distributed 
upon the death of his wife, who is given a 
life interest. Such a provision makes no 
allowance for changing times and condi­
tions existant at the future date of dis­
tribution, which may be many years off. 
Twenty years after the husband’s death, 
the needs and requirements of his chil­
dren may vary greatly. One child may 
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know how to conserve funds, whereas an­
other may be a spendthrift.
The wife can be given the power, exer­
cisable by her own will, to direct the man­
ner in which her husband’s estate should 
be distributed upon her death. In order 
not to cause the principal of her hus­
band’s estate to be taxed a second time in 
her estate, the wife’s power should be 
limited so that the wife may appoint the 
principal only among her descendants, the 
husband’s descendants and spouses of de­
scendants. If desired, qualified charitable 
organizations can also be included. If the 
wife’s power is not so limited, then 
whether she exercises it or not, the hus­
band’s estate will be taxed a second time 
in her estate.
Therefore, without running into a sec­
ond estate tax, the wife can be placed in 
a position to determine the best method 
under which her husband’s estate should 
operate for the protection of her children. 
In other words, the wife, 20 years after 
the husband’s death, would be in a better 
position to determine the best disposition 
of her husband’s estate than he was 20 
vears earlier.
Reprinted by permission of Henry S. Koster, published in Trusts and Estates Magazine, November 1945.
WE ARE KNOWN BY THE COMPANY WE KEEP
By THOMAS W. BYRNES, C.P.A.
There is an old saying “Birds of a 
feather flock together.” The November 
1944 issue of the New Jersey CPA Journal 
contained a description of an incident 
which although it possessed an element of 
humor carried also a note of warning to 
certified public accountants. The article 
dealt with a CPA inquiry instituted by the 
president of a large corporation. The re­
port was very favorable to the accountant 
until the last sentence which read “The 
only breath of scandal is that lately he has 
been seen in the company of a notorious 
businessman of doubtful reputation.” The 
implication is obvious.
Young practitioners setting up for them­
selves are often flattered by the attentions 
of apparently prosperous men of affairs. 
Such notice may lead to disastrous con­
sequences unless the favored ones are well 
grounded in their standards of honesty 
and business and professional ethics. 
Temptations in the way of social recog­
nition and fees too often lead a young 
accountant to do things he may later 
regret.
The writer has from time to time been 
the recipient of confidences of numerous 
of his students of the past thirty years. 
These young men have faced many em­
barrassing situations in which refusal to 
accede to demands, if no adequate solu­
tion could be found, meant loss of remun­
erative accounts. Among them, one is re­
called where a treasurer issued to a bank 
a statement of a close corporation. 
Although the corporation’s independent 
accountant conducted a monthly audit he 
had not been asked to prepare or approve 
the statement. The bank requested certifi­
cation and the treasurer then referred the 
matter to the auditor. Comparison of the 
treasurer’s statement with the records 
showed the omission of liabilities. The 
client was an important one in its industry 
and its account and influence meant much 
to the young CPA, who now had to do 
something. He could not certify the erron­
eous statement, and to issue another of the 
same date showing the omissions of the 
treasurer was unthinkable. What to do? 
Inasmuch as a month had passed since the 
date of the statement in question, and as 
the corporation closed its books monthly, 
the affair was settled by informing the 
bank that the auditor was then preparing 
a later statement, which in due course was 
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sent to the bank. This was an instance 
where fortunate attendant circumstances 
furnished a simple solution, but most sit­
uations of this sort are not so easily re­
solved. They may become severe tests of 
the CPA’s integrity. When one is strug­
gling to obtain a foothold in the business 
or professional world and is assuming at 
the same time serious economic respon­
sibilities, the temptation to yield is great, 
but the peace of mind resulting from 
strong adherence to the principles of right 
is not the only reward. A reputation for 
honesty and fair dealing with clients, col­
leagues, and the public, is bound to result 
ultimately in greater and much more sat­
isfactory economic security. A change of 
auditors is questioned by banks and other 
credit grantors and the true reason is soon 
brought to light to the honor of a dis­
placed practitioner.
In these days of high income taxes and 
required compliance with the regulations 
of so many governmental agencies the lot 
of the conscientious CPA is not a happy 
one. The active practitioner is frequently 
affronted by remarks to the effect that 
there are “safe” ways to reduce taxes and 
to “avoid” bureau regulations, that “every­
one is doing it,” and that he is not “smart” 
if he is not able to suggest ways and means 
of accomplishing these things. The alert 
professional through constant study knows 
the affairs of his clients much better than 
the latters’ lunch-time advisers, and the 
accountant should tell such clients in no 
uncertain terms of his opinion of and the 
penalties for violations. Any client worth 
retaining will respect him for the expres­
sion of his views.
The preparation of statements, particu­
larly of costs upon which governmental 
purchases and renegotiation and termina­
tion of contracts are based, imposes a 
great responsibility upon CPAs. A reputa­
tion may be ruined if it is proved that fic­
titious items were included and that the 
certifying accountant did not detect them.
Also, in cases where an auditor suspects 
but is not permitted to prove that a client 
is doing something to obtain higher than 
authorized ceiling prices for his merchan­
dise, the auditor is faced with a problem. 
It is not the writer’s intention to dwell on 
the accountant’s responsibility in matters 
of this kind. That subject has been admir­
ably presented in earlier numbers of the 
New York Certified Public Accountant, 
in the March 1945 issue, and in Bulletin 
No. 21 of Auditing Procedures of the 
American Institute of Accountants. The 
thought here is merely to warn young 
practitioners of possible pitfalls in ac­
counts and the consequences of negligence 
or in acquiescence in improper practices 
of unethical clients; also to remind them 
that they are judged by the standing of 
those with whom they associate.
Today we are living in an era where 
comparative youth — 35 to 45 — is in the 
saddle and where, by the aforesaid, years 
of experience and human contact are con­
sidered not only as of no value but also as 
definite handicaps to progress. But if the 
smart young business and professional 
men who pretend to know all the answers 
and who measure success by material 
possessions alone, will indulge in a little 
introspection and then look around, they 
will discover that in the long -— and short 
— run, the terribly trite maxim “Honesty 
is the best policy” still pays handsome 
dividends in sound sleep, the respect of 
the community, and also in the coin of the 
realm.
Thomas W. Byrnes, C.P.A., has 
been a member of the New York State 
Society of C.P.A.’s since 1911, and is 
a certified public accountant of New 
York and New Jersey. He has in­
structed advanced accounting in Co­
lumbia and also served as lecturer 
and assistant professor. Mr. Byrnes 
is a member of the American Insti­
tute of Accountants.
Reprinted from the June 1945 issue of The New York Certified Public Accountant.
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Phoebe Cotner is a director of the national American 
Society of Women Accountants, and president of the 
Indianapolis chapter.
She received her LL.B. from Benjamin Harrison Law 
School which became affiliated with the Indiana University, 
and as all degrees were made retroactive, she received a 
degree from the university as well. She has taken accounting 
courses at Indiana University Extension.
Miss Comer is a member of the National Association of 
Cost Accountants, The Women Lawyers and lota Tau Tau, 
a legal sorority. She is employed as an accountant by a 
firm of pharmaceutical and biological chemists.
INCENTIVE WAGE PLAN
By PHOEBE COMER
The arguments for or against incentive 
wage plans, whose purpose is increased 
wages in return for greater effort, usually 
consider only persons working in manu­
facturing plants, not office workers. This 
article deals with a wage incentive plan 
adopted by one of the few companies 
which has applied wage incentive prin­
ciples to office personnel.
The company found that the following 
matters must be considered before putting 
any plan into effect:
Standardized and improved methods: 
hile the work was new and the method 
was constantly changing, no standard 
could be set until a definite method was 
decided upon. Marked changes in the 
method required revisions of standards 
and such changes would cause the oper­
ator to distrust the plan. Therefore, before 
the work was placed on bonus, the opera­
tion was studied to see if the work could 
be simplified and the equipment im­
proved.
Material and equipment had to be kept 
in the same condition as when the stan­
dards were set. Since incentive methods 
were more easily applied to repetitious 
work, it became the supervisors’ task to 
see that the operator had a steady supply 
of work. However, if for some reason the 
work could not be supplied, or if the 
equipment changed and the conditions 
could not be corrected for a period of 
time, the operator would lose all bonus. 
The worker received the base hourly rate 
plus one-half of the bonus earned, based 
on the two pay periods on which more 
than fifty percent of the worker’s time was 
spent on bonus work.
There must be well qualified supervisors 
and qualified workers of the same abil­
ities. To obtain these workers two pro­
jects were set up. Job Evaluation: Each 
type of work was rated by a committee 
composed of four persons; one from the 
industrial engineering department, one 
from the employment department, the 
head of the department in which the jobs 
were being evaluated and a representative 
of the director of the division concerned. 
Their duty was to consider requirements, 
the importance of the duties, and the re­
sponsibilities of each job. After each fac­
tor had been considered, an hourly base 
rate was established on how much the job 
was worth, not how much a particular 
operator was worth on the job. Progress 
Records: A worker’s progress on a job was 
studied at regular intervals and if the 
worker was underpaid a merit increase 
was given. If the worker was qualified, the 
operator was moved up to a higher classi­
fication as soon as possible.
The standard must be accurate, fair and 
workable. Standards based on past per­
formance could not he used since poor 
supervision and techniques, inefficient 
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working routines and self imposed limits 
on production would not be eliminated. 
Only standards set after a time study with 
the aid of a stop watch were to be used. 
Such studies required an understanding 
of the work and its requirements and a 
sound judgment of the operator’s speed 
during the study. Some, because of the 
tension, would start out at a normal pace 
but increased the speed to a killing pace, 
while dislike for the bonus plan caused 
others to restrict their output during the 
study. This dislike was based upon fear 
that they would be criticized and penal­
ized if they did not meet the standard 
each and every day, or that they would be 
required to work harder for the same pay.
Although the time study man’s chief 
duty was to establish the rate of produc­
tion a worker would be able to produce in 
a given time, he was instructed to stop the 
study and show any worker who expressed 
an interest in the time study procedures 
how it was done. It was realized that the 
more knowledge the worker had of the 
basic fundamentals of the time study and 
the more he understood how the standard 
was set, the fewer disputes there would 
be. A worker would understand the effect 
of his effort on his earnings and would 
therefore expend more effort.
The loose standards were found to cause 
dissatisfaction among those whose work 
called for greater effort, while a fair stan­
dard worked as a stimulant to the workers 
to use more than average skill and effort 
for greater productivity.
In case the worker was dissatisfied with 
the results of the standards, a check study 
was made at once. If the study appeared 
to be right, the worker was asked to give 
it a fair trial, and after the trial period if 
the worker still protested, it was given to 
another person for continued study. All 
time studies were in writing, were dis­
cussed with the interested department 
head and were available to the workers 
for examination.
A plan was provided to encourage de­
velopment of new methods. A suggestion 
system was established whereby any 
worker who suggested a new method to 
reduce labor, improve or eliminate forms 
used, or improve the quality of produc­
tion was paid a cash bonus. For any sug­
gestion resulting in a saving of less than 
twenty-five dollars, the bonus was two dol­
lars fifty cents. If the saving was over 
twenty-five dollars the bonus was equiva­
lent to ten percent of one year’s savings.
Pressure was not put on a worker until 
after a sufficient training period. During 
this training period, caused by transfers 
or changes, the base hourly rate was paid 
with an average bonus based on past per­
formances. A well qualified supervisor will 
be able to help the operator shorten this 
training period by showing the worker the 
best way to do the work.
The plan provided for three types of 
bonus. The largest group works on the 
Individual Production Bonus. Such work 
includes coding, footing and abstracting 
wholesalers’ invoices; coding, pricing, 
footing, and abstracting salesmens’ orders; 
and all billing operations. This bonus is 
paid along with the regular wages. The 
amount of bonus earned is based on the 
percentage of efficiency attained on the 
work performed during the particular 
period. A daily report showing the 
amount of work complete is sent to the 
industrial engineering department, where 
the number of standard minutes received 
for work completed is figured and entered 
on the individual’s record card. This card 
also shows the. number of actual minutes 
spent on bonus work and the number of 
minutes spent on time work. At the end 
of a pay period a total of the standard 
minutes, actual bonus minutes, and time 
work minutes is obtained. The total stan­
dard minutes are then divided by the total 
actual minutes on bonus work (or vice 
versa) to obtain the percentage of effi­
ciency. Example: Standard minutes, 2962, 
divided by 3530 actual minutes on bonus 
equals 83.9 percent. Therefore, the wages 
received are determined by multiplying the 
number of hours worked by the hourly 
base rate, and adding the amount earned 
by multiplying the number of bonus hours 
by the hourly bonus rate as determined by 
the percentage of efficiency. (The bonus 
rate is obtained from the table appended 
hereto.) Time work bonus rate — one half 
of the average hourly bonus earned during 
the last two periods during which more 
than fifty percent was spent on bonus — is 
multiplied by the number of hours spent 
on time work. The total of the three is the 
total wage for the pay period.
The next largest group, the shipping 
office, works on a Group Production Plan. 
The standard is established for the group 
in terms of the number of units an hour 
that are completed by the cooperative 
efforts of all the members of the group. 
Each day the industrial engineering de­
partment receives records of the number 
of hours spent by each member in the 
group and the reports from which the 
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number of units completed are obtained. 
At the end of the period a total is taken 
of the number of hours spent by the group 
and of the number of units completed. 
The total units are divided by the total 
hours spent. This gives the actual number 
of units completed per employee hour. 
The actual number of units completed 
per hour is then divided by the standard 
for an hour to find the percentage of effi­
ciency. Example: Number of units com­
pleted, 5250, divided by 210, number of 
hours spent on bonus during the period 
by the group, equals 25 units completed 
per hour. Dividing 25 units an hour by 30 
standard units per hour gives an efficiency 
rate of 83.3 percent. The individual wage 
is obtained by multiplying the number of 
hours each operator spent on bonus by 
the hourly bonus rate as determined by 
the percentage of efficiency attained. To 
this is added the amount earned by mul­
tiplying the number of hours worked dur­
ing the period by the hourly base rate. 
However, if any time is spent off bonus 
work during the period a different bonus 
rate per hour will be paid for that time. 
The same method to find the percent of 
efficiency is used except that the number 
of hours spent on bonus during the period 
will be changed to the number of hours 
spent on bonus and time work during the 
period. The number of hours each in­
dividual spent on time work is multiplied 
by the bonus rate so obtained. Therefore, 
the total wage for the period is the basic 
wage, the regular bonus earnings and the 
time work bonus earnings added together.
The last type of bonus plan used is the 
Quality Bonus, under which very few 
operate. The persons who check the sales­
men’s orders for pricing and coding errors 
are paid a bonus based upon efficiency. 
Penalties are assessed against the bonus 
payment made to the checkers, based upon 
complaints received from the salesmen.
Any employee operating on the incen­
tive wage plan who works more than fifty 
percent of the time on bonus work and 
maintains a hundred percent efficiency for 
six months, receives a letter of congratu­
lation and an award of ten dollars from 
the president of the company. This letter 
is delivered directly to the worker by the 
president.
It must be stressed that there are many 
published plans but no one plan will be 
perfect for any one company’s needs. It 
may be necessary to use parts of many and 
these parts may have to be modified. Also, 
after standards are set they should not be 
changed because a worker makes a very 
high bonus, only revised when a very 
definite change has taken place in the 
work or the method of operation.
SECTION OF THE HOURLY 
BONUS WAGE TABLE
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COAST TO COAST (Continued from Page 7)
SPOKANE
Spokane Chapter ASWA held a study 
class preceding the regular monthly din­
ner in February. Guest speaker was Mr. 
Don Phillabaum, Service Officer of the 
American Legion, who chose as his topic 
What People in Business Should Know 
About the GJ. Bill of Rights.
Election of officers will take place at 
the April meeting.
TERRE HAUTE
Better Understanding was the subject 
discussed by Mrs. Ida Wittinghill Stone, 
Jessie McCune and Roseanna Burke, panel 
group from Indiana State Teachers’ Col­
lege at the regular February meeting of 
the Terre Haute Chapter ASWA held at 
the YMCA. The racial problem, a very 
timely subject, was considered from the 
standpoint of causes, effects, and actions 
which could be taken.
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The Board of Directors revised the Con­
stitution and By-Laws and presented them 
at the March meeting.
President Marie Biewend appointed La 
Ferne Williams Chairman of the Nominat­
ing Committee, to be assisted by Harriet 
Hahn, Jean Neil and Edna Rohrig, and 
requested they have their slate ready for 
the April meeting.
IN MEMORIAM — GRAND RAPIDS 
CHAPTER ASWA
We feel very keenly the loss of our 
member, Gertrude Sheldon, who passed 
away January 29, 1946.
NEW MEMBERS







Leonore Claire Friedman 
Beatrice Unrau 
Lucile Kay Titus 






Ethel De Popas 
Betty F. Greenfeld 
Amy B. Hall 
E. L. Harrod 
Elinor Jane Hill 
Eleanor N. Issacoulian 
Caroline M. Kragh 
Eleanor K. Kushner 
Jean C. Nathan 
Margaret A. Scios 



















Ruth M. Anthony 
Mabel Milam 
Jennie M. Evans 
Lenor Brown 





AWSCPA welcomes as a new member: 
Cecelia D. Dickoff, 54 Morningside Drive, 
New York City.
Miss Dickoff is employed by David Kes­
tenbaum & Company, New York City. She 
received her C.P.A. certificate in the State 
of New York, belongs to Beta Gamma 
Sigma, and has a B.S. and M.S. from Co­
lumbia University.
NEW CERTIFIED PUBLIC 
ACCOUNTANTS
The women listed below were successful 
candidates in passing the C.P.A. examina­
tions. Our congratulations to each of 
them!
NEW YORK: May 1945 examination
Mildred Baxter, 1600 Metropolitan Avenue, 
NYC 63, N. Y.
Beatrice P. Melcher, 417 Riverside Drive, 
NYC 25, N. Y.
Rosemarie Neumann, 1629 Victory Blvd., 
Staten Island 1, N. Y.  
Leslie H. Newman, 1928 Henessy Place, NYC 
53, N. Y.  
Margaret P. Morgan, 4520 12th Avenue, Brook­
lyn, N. Y.
Hortense Waldhauser, 3245 Rochambeau Ave., 
NYC., N.Y. 
OHIO: October 1945 examination
Anna Linda Stanford, 19 Lusk Street, Johnson 
City, N. Y.
LOUISIANA: November 1945 examination
Miss Marie Lucille Merot, 8200 Apricot Street, 
New Orleans, La.
MICHIGAN: November 1945 examination
Miss Rosemary Hoban, 2000 Buhl Building, 
Detroit 26, Michigan.
Miss Marjorie H. Mitchell, 1946 Penobscot 
Building, Detroit 26, Mich.
PENNSYLVANIA: November 1945 examination.
Mrs. Mary Joslin King, 220 Mill Road, North­
field, N. J.
Miss Erma Passera Webb, 320 Rochelle Ave­
nue, Philadelphia, Pa.
WASHINGTON: November 1945 examination 
Renie Belfrey, 1 11 Puget Sound Bank Bldg., 
Tacoma, Wash.
Ina Manary, 4657 Escallonia Street, Seattle 8, 
Wash.
Nena Nehoda, 1101 Ninth Ave. So., Seattle 4, 
Wash.
MARYLAND: November 1945 examination
Mrs. Mary Louise Sutton Hudson, Gambrills, 
Maryland.
Mrs. Mary Eaton Leete, 1226 Stevens Ave., 
Baltimore 27, Md.
Katherine R. Mentis, 3715 Falls Road, Balti­
more 11, Md.
MASSACHUSETTS: January 1, 1945
E. Frances Sondergard, 107 Jersey Street, Bos­
ton, Mass.
ILLINOIS: November 1945 examination
Miss Mary Prickett Carter, 1302 East 53rd 
St., Chicago, Ill.
Mrs. Gretel Carol Motulsky, 5470 Harper Ave­
nue, Chicago, Ill.
Miss Helen Marie Seelmayer, 15 East Ohio 
St., Chicago 11, Ill.
MISSOURI: November 1945 examination
Virginia Ruth Huntington, 3312 Bellefon­
taine Ave., Kansas City, Mo.
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WHAT'S NEW IN READING
SUSIE SUDDERTH, Atlanta, Georgia
“Outlook for Federal Taxation” by 
Howard R. Bowen (January, 1946, CON­
TROLLER).
Dr. Bowen, economist of the Irving 
Trust Company, in a paper presented be­
fore the Chicago Control of the Con­
trollers Institute of America, says of 
Federal taxes, “no revolutionary or sweep­
ing change appears likely.” In other 
words, we may expect more of the same 
for some years to come.
Dr. Bowen discusses first what will be 
in the postwar budget: the war-related 
expenditures and other expenses. After 
projecting for several years ahead what 
will be required to balance the budget, he 
considers the various methods through 
which this revenue may be raised. These, 
as always, work back to individual and 
corporation income taxes and miscellane­
ous excise taxes. It is finally a matter of 
determining just how much of the burden 
each of these will bear.
There is a discussion of some of the 
proposals for tax reforms, touching on the 
present double taxation of dividends and 
the proposed accelerated depreciation. 
The conclusions, however, are that if the 
budget is to be balanced, federal taxes 
will follow the same general plan of the 
past few years.
“The River Mathematics,” by A. 
Hooper (Henry Holt & Company).
Since the author dared give such a 
name to his book, he may have to bear 
with any critic who wants to remind the 
public that some of it is deep water.
It is an interesting idea, this conception 
of the science of mathematics as a river, 
and Mr. Hooper has developed it quite 
cleverly. He starts with this river as only 
a trickle, at the source in fact, back when 
man counted on his fingers, and traces its 
current down through the years. We see 
it broadening out little by little as the 
contributions of Pythagoras, Plato, Euclid, 
and others flow into it.
The stream continues down to today 
when it is pictured as having reached the 
mouth emptying into a mighty ocean 
whose flood carries the ships of all the 
sciences with their endless benefits to man.
The book is interesting to read, since 
numbers hold a certain magic for almost 
any one whether he regards them as a 
complete mystery or as an invaluable as­
sistance. Several years ago Mr. Lancelot 
Hogden wrote a book similar to this which 
he called “Mathematics for the Millions”, 
the sales of which demonstrated the pub­
lic’s interest in the subject. Mr. Hooper’s 
book should certainly be as well received.
“The Street” by Ann Petry (Houghton 
Mifflin Company).
This is the story of a Negro woman 
and her struggle for a higher standard of 
living and a small degree of financial se­
curity for herself and her family. Through 
efforts only hinted at in flash-backs. Lutie 
Johnson has prepared herself for a “white­
collar” position. But this rise in the eco­
nomic world is passed over lightly. She 
is presented to us as a government em­
ployee, trying to support herself and her 
son and live a decent life in Harlem.
The author has done an excellent job 
of picturing the sordidness of life on one 
of Harlem’s streets. Her characters are 
generally alive and she has given a de­
finite strength to Lutie.
There have been several books in the 
past few years dealing with the problems 
that confront Negroes as a minority group 
in a democracy.
It is interesting to catch the viewpoints 
of various writers whether or not we agree 
with them; and Miss Petry, because she 
has something to say and a certain amount 
of literary skill, deserves to be heard.
“Starling of the White House” as told 
to Thomas Sugrue by Colonel Edmund 
W. Starling. (Simon and Schuster).
This is the story of Colonel Starling, 
the man who spent thirty years in the 
White House and whose Secret Service de­
tail guarded five presidents.
Mr. Sugrue spent several months with 
Col. Starling during the last year of his 
life, studying his character and the ac­
tivities of his crowded life. These he has 
transferred into a very interesting and 
readable book.
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